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copyright material without the consent of the copyright proprietor.” 



INTRODUCTION 

This volume is concerned with the formulation of U.S. employment 
policies following World War II. During the war, the excessive de- 
mands of the war effort had led to full employment and a variety of 
programs designed to promote the efficient use of the Nation’s man- 
power. When the war ended there were many who were concerned 
about just how the Nation could make a smooth transition to a peace- 
time economy after the forced draft demands of wartime. This con- 
cern led to enactment of the historic Employment Act of 1946. 

'■ At the same time, the Congress also enacted one of the finest pieces 
of manpower legislation by approving a GI bill of rights which helped 
finance an education for the returning veterans. Sponsors of the legis- 
lation did not, of course, think of it in this way. To them, the GI bill 
was a partial payment to the veterans for the sacrifices they had made 
for their country. Its impact, however, has been profound in the 
development of the Nation’s new labor force. 

Not until the late 1950’s when rising unemployment and the launch- 
ing of sputnik dramatized critical shortages of high talent manpower 
in the United States was attention again directed toward manpower 
considerations as an element of employment policy. Materials related 
to wartime manpower programs, the GI bill, and the development of 
postwar manpower policy will appear in a subsequent volume of this 
series. 

This volume starts with a full employment jproposal for the postwar 
period prepared by the National Resources Planning Board in 1941, 
which was closer to the end of the depression A han to the end of the 
war. - 

* * * If things are left to work themselves out, what happens to the de- 
mobilized workers and veterans and their families? * * * Will the national 
income drop $15 billion or so as soon as pent-up demands are met? Will the 
succeeding drop in consumption throw others out of work, and reduce national 
production another $10' to $20 billion? If so, we shall be back again in the valley 
of . depression. * * * 

The two articles by George Soule cover an appraisal of the problems 
which would attend the shift from war to peace, how they were related 
to the views of Keynes, and the policies which would be needed to 
meet anticipated problems. According to Harvard Economist S umner 
Slichtery writing in 1942 : 

The problem of maintaining employment after the war falls into two prin- 
cipal parts: (1) the problem of transition, of shifting from a huge rate of Gov- 
ernment spending back to private spending, and (2) the longrun problem of keep- 
ing busy a far larger and more productive piant than ever before. 

'■> This article is of more than passing interest because it expressed a 
recognition of the wartime boost to training of the labor force. “After 
the War— Full Employment’’ is a revision of “After" Defense— What?’’ 
by Alvin H. Hansen, then a leading exponent of Keynesian economic 
thought and approaches to policy in the United States. He posed 
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the postwar problem as “how to fill the gap when war expenditures 
are curtailed?’ The “economic bill of rights” which President Roose- 
velt dramatized later in his 1944 state of the Union message (see p 
2119 m this volume) appeared in the 1943 report of the National Re- 
sources Planning Board. . The Board expired in midyear when the 
Congress refused to contiliue its Appropriation. This was probably 
the most advanced stage that peacetime economic p lanning ever 
reached in the United States, 

•^«°? 1 g ress i ona l a PP ra i sa l of “Postwar Economic Policy and Plan- 
ning” is j interesting by virtue of its look at full employment from 
the standpoint of the expected size of the postwar labor force, and its 
judgment about the dimensions of frictional unemployment. Among 
the recommendations for congressional action in this report was. a, pro- 
posal that ways be explored to provide financial assistance to workers 
for both retraining and relocation. 

■Julius Hirsh reviews some forecasts of postwar output and em- 
ph^ment, and the discussion of how to achieve full employment is car- 
ned forward by IMprris Copeland along with an extensive discussion 
of the causes of economic instability. ; 

In ^Ecpnomic Problems of the Reconversion Period,” a report , of 
the House Special Committee on Postwar Economic Policy and Plan- 
ning m 1944, an attempt was made to state what “full employment” 
would mean in terms of the projected labor force, unemployment, 
size of the Armed Forces, and expected number of transfers between 
jobs. A major recommendation of this report was : . ;i! 

* * * the extension and strengthening of the Public Employment Service. 
At present the Service, federalized for the duration of the war, operates 1,429 
full-time and 2,038 part-time placement offices. Its functions include the opera- 
tion of local and interarea labor exchanges, job counseling, the assembly and 
dissemination of basic information concerning work opportunities, the referral of 
workers to training agencies: and to unemployment compensation offices, and the 
provision of a variety of specialized placement and referral services for veterans. 
The Service handled nearly 10 million placements ih 1943. ' 1 ' ' 

This plea is striking by virtue of its similarity to current exhorta- 
tions for an active manpower policy in, the United States. 

* On December 18, 1944, the War Contracts Subcommittee of the Sen- 
ate Committee on Military Affairs lauded the efforts which had been 
made to provide for a smooth transition, but which deplored the lack 
of measures to assure the continuance of a “sound economy.” It was 
in this report that the Full Employment Act of 1945 first appeared. 
Stephen Kemp Bailey, presently dean of the Maxwell Schoofof Citi- 
zenship and Public Affairs at Syracuse University, traces the progress 
of that bill through Congress. The final article injpart III or this 
series is a chapter from Bailey’s “Congress Makes a taw” which puts 
the. bill in the context of Keynesian economics and the politics and 
politicians of the day . 

Part IV of the series commences with Bailey’s description of the per- 
sonalities arid forces which came to bear in the process of drafting the 
Full Employment Act of 1945. This is followed by the text of the 
bill as introduced/ Leon Keyserling, who was later to become Chair- 
man of the Council of Economic Advisers under President Truman, 
discusses the merits of the bill shortly after it was introduced. Alvin 
Hansen reviews Lord Beveridge’s book “Full Employment in a Free 
Society,” a work which stressed the value of a “long-term policy of 
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planned public outlay (involving a systenatio attack upon the gja^ 
iocial evils of want, disease, squalor, and ignorance * )• 

would serve to reduce cyclical fluctuations and contribute to a sus 

t< Fto , 55S^'”d economists presentedtheir^^^onthe 

Murray bill TS. S80, or the full employment biU) “£^1945 
These are followed by statements and testimony on S. 380 fimnr^p 
Sad the administration, organized labor, the NAM, a social 

W fo'j^^S^Eotert F. Wagner, a.principal = r of 

S 380 asked various Government agencies to give their views on the 
^bSpaTS ae bill. Philip sfinrray, then pmadent < >f t he CTO, 
fakes the Murray bill to task as an inadequate commitment to full em 
“Maintaining High-Level Production and Employment: 
? * • » « eamec nftm m Pin taries on operational aspects of 
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togS “ thrZrfs of the Senate Banking and Currency <W 

“itt® 6 - Joseph S.CL4BK, 

Chairman , Subcommittee <m Employment and Manpower. 
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PART III.— LOOKING AHEAD TO THE POSTWAR 

ECONOMY 

Post Deeense Planning Pamphlet op the National Besources Planning 

Board, 1941 

AFTER DEFENSE— WHAT? 



Our greatest resource is men at work, a resource which is lost for- 
ever when men are idle. Full employment is, therefore, the fey to na- 
tional prosperity as well as individual welfare in the modern world of 
i 1 ’ In this world 

can produce 
experimenting with 

cooperative mass action to assure full employment. 

The full employment we Americans seek must be, at the Same time, 
free employment, unless we are to accept a new kind of economic 




slavery, and lose those freedoms without which even material pros- 
perity is not worth the price to men who cherish freedom and the 
dignity of man. 

In this time of crisis, when we are pressing forward to defend our 
freedoms and our rights, our way of life, ana our scale of values, we 
must not fail to take stock of the problem of full employment which 
we shall face again, when this world war is over, and we can turn 
once more from defense to peace, confident of our national security. 



Achieving Full Employment 

With all-out defense we are building up our production to un- 
precedented heights. Already we have more men and women at work, 
more wheels turning, more power being used, more freight moving, 
more, shipways full, .more goods being turned out, more workers m 
training and getting jobs, more commodities being purchased than ever 
before m our. national history. In spite of awkward blockages here 
and there arising from the hasty and unbalanced character of this 
advance, we shall go on along these same lines, building up our total 
production for defense for another 2 to 3 years, unless, of course, 
Germany collapses before that time and the threat of aggression 
against us is ended. 

’ , Within 2 to 3. years, every available person will be at work, and we 
shall be producing all that we are capable of with the population, 
machinery, and technology then at hand. 

Building up production takes time. No one can hurry growing 
crops. Similarly, when production grows, hundreds of processes, each 
• leaning, on the other, have to be expanded. Factories have to be built, 
and their workers and managers gradually molded into a smooth work- 
ing team; the flow of supplies has to become regularized, one by one 
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the “kinks” have to be ironed out of processes and the “bugs” removed 
from products after giving them hard use. Whole populations have to 
be shifted, and new towns ouilt to house them and care for their needs. 

All of this takes time. Careful studies of our own and foreign ex- 
perience by competent experts indicate that this kind of shiftover and 
expansion cannot be made in a modern industrial economy at a rate 
much faster than we are moving now. In no single year, in the rapid 
expansion from 1933 to 1939, was totalitarian Germany, though mar- 
shaling all resources for war, able to absorb more than 1.8 million 
workers. For the United States, with a population twice as great as 
that of Germany, this would mean 3.6 million workers. And the aver- 
age for the 4 years of greatest German expansion was only 1.4 mil- 
lions, or 2.8 millions in terms of our population. In the best year of 
the boom period of the 1920’s, we absorbed 3 million workers, while 
the average for the 4 best years was 2.2 millions. In the best year of. 
the recovery of the 1930’s, with no war in sight, we absorbed 2.9 million 1 
workers, while we averaged in 4 years 2.6 millions. 

We may conclude, accordingly, that an average absorption of 2,5 
to 3 million workers in the United States, and a maximum absorption 
of 4 million in a peak year, is all that can be achieved. On this 
basis, we may not attain full employment of our labor potential before 
1943 or 1944. Even this rate of progress assumes about all the plan- 
ning, foresight, drive and cooperation. we can muster. 

At this rate of upbuilding, it is possible to estimate at least roughly 
where we shall be from a production standpoint in 1944, or in any other 
year one may select as a possible or probable end of the defense effort. 
This is done in the following tables, the first of which estimates em- 
ployment, and the second the resulting national income produced. 

Table I shows the size of the problem we shall face when the war 
ends. If we take the year 1944, arbitrarily, as the end of this war, 
we find that the defense effort will then be absorbing the energies 
of about 23 million workers in war industries and about 3% million 
in the armed services. Turning from defense to peace will* therefore, 
involve transferring from 23 to 26 million men back into peacetime 
activities. This is a colossal undertaking. It, tooj will require time. 

Table II shows that the workers of the United States can produce, 
under a system of full employment, $105 to $110 billion worth of 
goods and services once we are organized for it. In other words, 
a national income of $105 billion is perfectly possible. When we 
organize for maximum production on the basis of full employment, 
without being stopped by the costs, we discover, as have other nations, 
that increased production pays the real costs involved. Doing the 
job pays the bill. In other words, the central problem is not money, 
it is manpower, resources, and organization. At last we are beginning 
to see that finance was made for man, and not man for finance. 

A modem nation cannot avoid balancing its total production-con- 
sumption budget. This can be done at a low level with a great deal 
of unemployment, inefficiency, and suffering; or it can be done at a 
high level, with full employment, high efficiency, and a better life for 
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UNEMPLOYJOiNT 
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The great problem we face when the war ends is to move over from 
a system of full employment for defense to a system of full employ- 
ment for peace," without going through a low-employment slump. 

f * I. Achieving full employment 



(Employed, millions] 



* Activities • 


1939 


1940 


1941 


1942 


1943 


1944 


Defense: 

Military service 


0.4 


0.6 


L8 


2.5 


3.0 


as 


Defense industries 


2.0 


3.0 


4.8 


11.7 


15.5 


23.5 


Total... — 


2.4 


3.6 


6.6 


14.2 


18.5 


27.0 


All other workers 


45.2 


45.6 


45.2 


41.2 


39.9 


33.0 


Total employed 


47.6 


49.2 


51.8 


55.4 


58.4 


60.0* 




7.0 


5.9 


5.1 


2.1 


•• .1 


i 

i 

i 

• 

i 

i 

i 

i 

i 

• 


Total possible workers.. 


54.6 


55.1 


56.9 


57.5 


58.5 


60.0 



II. The growth of national income and employment 



...... 


1939 


1940 


1941 


1942 


1043 


1944 


Total employed (millions).. — 

Man-hours (billions) 

National income (billions of 1940 dollars).. 


47.6 


49.2 


51.8 


55.4 


58.4 


60.0 


93.3 


9a 9 


106.7 


% 116.9 


126.1 


129.6 


69 


76 


84 


92 


100 


105 



Notes to Tables 

The data in these tables are not forecasts of things to come. They are merely illustrations of the mag- 
nitude of the adjustments required in our economy by the defense effort. The estimates are based upon 
the present Army and Navy program and do not assume active belligerency by the United States. These 
illustrative data do assume, however, an expanded lend-lease program. Presumably this program will be 
as large as is necessary to insure the defeat of Nazi Germany ana her Axis partners. This program will 
furnish food, supplies, munitions, equipment, and material to England, Russia, China, and all other coun- 
tries fighting against aggression. t J ^ . ■ . 

These illustrations assume a rapid expansion of employment and production. During the next 4 years the 
performance of this country is assumed to provide a sustained expansion year by year as great as that 
achieved by any industrialized country. It is not a maximum expansion, it can be further increased by 
improved planning, coordination, and elimination of bottlenecks. 

The movement or national income is shown in dollars of 1940 purchasing power. No movement of prices 
is illustrated in these tables. For example, the national income of $92 billion in 1942, in terms of 1940 prices, 
may be $100 or $105 billion in terms of 1942 prices. A general increase of prices may well hinder rather than 
help expansion* 

The more specific assumptions behind these illustrations are: 

1. The expansion of national income is rapid in response to defense spending and plant expansion. The 
rate of expansion tapers off in 1943-44 because of the lower productivity of the additions to the labor force 
and because of the pressure to use high-cost inefficient plant and equipment. 

2. The movement of total employment is related to the movement of national income and output. Em- 
ployment in defense industries is related to the proportion of national income devoted to defense. It is 
assumed that half of the national income will be spent for defense in 1944, based upon the war experience of 
other countries. The proportion of national income going to defense is assumed to increase steadily from 
now to 1944. The proportional employed workers engaged in defense will be somewhat lower than the pro- 
portion of national income Spent for defense because of the higher productivity of labor in defense 

^^The 0 labor force will increase by more than the usual increment. The proportion of the population 
employed in 1918 and 1929 has provided a base for estimating the possibility of extraordinary expansion 
Attracted by financial inducement, married women who left the labor market in the last decade and others 
who have contemplated withdrawal will be included in an enlarged labor force. Opportunities for early 
entrance into the labor force will increase, and youg people who have been supported on Government work 
programs will now be absorbed in private employment,: At j the other end of- the age scale, retirement will 
be postponed and others who recently retired will retimtowork. ^ *7" . 

, Of course, it will taie time to get tW^^ going, 

to retool the plants, hire and,retrain thei workers, expajid,the factories, 
and get things moving efficiently along, hew lines'. The time required 
for the switchback wfll hdtbe so long, however, as the time required 
now for the switchover, if we may judge by world experience after 
the last war. 
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, T« thft meantime:: ifthings areleft to work: themselves out,what 

3 ens to the demobilixedworkerkandsveterans^and fh e ** 

E thf^bo wit 1 ± « .wsn * *.i»«w!} st/toinroducinfftT ,Will »tne 

iin (jionfti income c 

met ? W 1 thes — 

and; ^ terrific new strain wifljbU throw* onnurwholesystem ofpoliti 

W ^^*r^t^inOTW’;stend ( fortto. Sooner or. late 
thev will stepin andref use tolet matters “ workthemselvesout. 

KSre.md'i farmers i of i< America,; thehasmess leaders of 
-A^wica, and the public officials of America lmowthatthe probtow^ 
wSn the wa^ends is too big and complicated to ^ solv^br the 
workers, the farmers/ businessmen; or the Government working 
" o* 'independently. Nothing leas tfonehergetic md. team- 

work will make it possible tor us to move over.from defense to pea 

while maintaining full employment. w . 11<5ft it is 

Tn this oro^ram Government must take a leadmg part because it is 
thl nnh ^renStative of us all, the common meeting ground of all 
iUtereste, and the one center of responsible coOrdinatmg power through 

p?o^m h S PAmiUionmen smoothly 

and auicmv from alhout production for defense to all-ottt jprd<taCtion 
SSlK^e/this war is over, 
thinkin g, discussmg, planning, and organming for action. 

T3ststep in fevelopihg.such a, P K>gra^i^^ 
as a basis for discussion m orderly^fashion th^kmds ^hm|s which 
are involved or have been suggested. This will help toxlan^ thniK 
. • „ i„ v the basis for exploration of difficulties,* and britig oirt differ* 

S opS sb ^S they may be ; thoroughly ^nvas^^efore 

action is required; The f ollowiiig outline of a‘ post-defense pr^ram 

fsftWoTp^ented by the4tional Eesources^lami^Bo^ 

not as a blueprint of the future, but as an approach to thinking and 

discussion. ■: ■ • 

; ; s . Pmsmmina»y Objectives ; . 

In making plans for the future, it is essential to decide in what direc- 
tion we are going. Once we are agreed, we can put all our efforts to 

need for fan em^ovment and the demons 
the American people have already made on the maintenance and 
tension'rf 0 pemonal freedom, security and opportunity, the centoal 
chiectives oFour post-defense planning may be summanzedas follows. 
One, we must plan for fall employment, for mamte^g^e natioMl 

SiSSt’dS iSSdSK ; 

^^oSwiaiout retiring work faom ycma 
whoshould be in school, the aged who should be relieved if 
it and women who choose to make their contribution m the > 
and without asking anyone to work regularly m mmes, factories, trans- 
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portation or offices more than 40 hours a- week or 50 weeks a year, or 
to sacrifice the wage:standards which have been' set. ■> ; is;- 

Three, we must plan: to decentralize postdefense emergency activi- 
ties as Kir as possible; to use to the. utmost our system of modified free 
enterprise with its voluntary employment, its special reward for effort, 
imagination, and improvement* its elasticity and competition; and to 
advance cooperatively under, national and governmental leadership. 

Four, we must plan to enable every human being within our bound- 
aries to realize progressively the promise of American life in food, 
shelter,, clothing, medical care, education, work, rest,: home life, op- 
portunity to advance, adventure, and the basic freedoms. 1 

Five, we must plan to make up-building America the keynote of the 
postdefense program, including both construction activities which 
will add to the national estate and service activities which will end 
malnutrition, and increase the vitality, health, skill, productivity, 
knowledge, and happiness of the American people, and thus add to our“ 
wealth and well-being. ; •• •• *•.,.<» ; V ‘ : 

Plans and Programs 

. For the last 8 years the National Resources Planning Board and 
its predecessors have been engaged in studies of our national re- 
sources — natural, human, -scientific, and economic. The principal in- 
terests of the Board during the period have been, the conservation and 
uses of these resources with a special concern for the stabilization of 
employment. Out of this experience and the cooperation of public and 
private agencies,, a knowledge of our national potentialities has been 
obtained. Now is the time to spread them out and see how they ran 
be fitted together. ! * ... . ;.r ; 

The National Resources Planning Board has been instructed by the 
President (November 12, 1940) to collect, analyze, and collate all 
constructive plans for significant public and private action in the post- 
defense period insofar as these have to do with the natural and human 
resources of the Nation. In the discharge of this responsibility the 
Board will serve as a clearinghouse to gather ideas and plans, to 
stimulate appropriate independent action By other public ana private 
agencies, to bring together individuals who are interested in harmoniz- 
ing their views, and to furnish the President and the Congress with 
! information on these matters. ; 

The elected representatives of the people will, of course, make the 
decisions on policies and methods for meeting the problems of the 
postdefense period. The Congress has already provided appropria- 
tions for the inauguration of needed studies ana for the preparation 
of postdefense plans by various agencies in the executive branch. As 
these plans are matured for public discussion and appraisal the Con- 
gress will determine the ways in which they shall be put into action. 

• The Board will not attempt to make plans for other agencies' within 
their field of independent responsibility. Rather, it Trill seek, as in 
the past, to persuade other agencies to prepare plans. The Board 
is instructed to gather these programs on behalf of the President. The 
Board needs -and requests help and cooperation of official and un- 
official agencies and bodies in assembling the plans for dealing with 
the needs of the postdefense period. 
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v> r From the statement of objectives in the preceding section, the lines 
of action: to be explored and developed as elements of a postdefense 

program are clear. They include : , • , , . 

One, plans for demobilization should be made now to deal with the 

various problems which will arise: , .. - 

How can the Armed Forces be demobilized with provision for had- 
ing jobs and,' if necessary, retraining for peacetime work t bliouia 
there be a dismissal allowance for all demobilized men f • • . , 

How canGovernment defense contracts be liquidated gradually witn 
appropriate aid to contractors to find substitute peacetime contracts 
to maintain employment and production? . . . , 

What wartime Government controls of prices, priorities, and other 
factors must be maintained to cover the transition to peacetime full 

^Fwmplans for public works and activities are being drawn by Fed- 
eral, State, and local governments in all parts of tim country. The 
Board has just reviewed the experience gained in efforts to increase 
employment in 1933 to see how useful public activities can be put m 
motion quickly and effectively when they are needed. 1 Proposals for 
speeding up action at all levels of government through advance prep- 
aration of j>lans and specifications, programing, and planning, are 
before the Congress. ; ‘ : - 

,, - v-'. ' FEDERAL ; - .. 

For Federal activities, the Board is required by statute to maintain 
a 6-year program of Federal public works which is revised annually. 
This program provides a reservoir or “shelf” of projects which can 
be speeded or delayed as Congress provides the funds for fheir con- 
struction. 8 i -For the wise selection of 'projects, the Board has set up 
policy studies to explore the needs and possibilities of land, water, 
energy, transportation, and similar lines of development. Through 
the te chnic al committees of the Board in each of these fields, the work 
of the interested Federal agencies on these problems is bemg cor- 
related. On each of these committees, technicians from the Govern- 
ment agencies serve with specialists from outside the Government. 
A large part of the materials used by the committees are drawn from 
the experience and staff work of other agencies to avoid duplication 
of effort The success of the correlating activities of the Board have 
been and will be measured in terms of the vigor and effectiveness of 

^La^rFur^erSp^ration is needed of the effects and methods of 
obtaining large changes in land use, substituting dating, fruits, 
hogs, and cattle for some crops to improve the nutrition of the Nation; 
or providing cash employment for part-time subsist©nc© farmers in 
forest or soil conservation activities. The large-scale miration of 
people from poor land to new farm areas must be explored, as well 
as the rehabilitation of womout lands, cutover areas, the dustbowl, 
and the provision of needed recreation areas. 

See 8 "pfOKM?m 1942-47” in ‘’Development of Resources and Stabilization of Employ- 
ment in the united States," January 1941, p. 49 
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